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PREFACE

T IS generally recognized that the World War marked
a significant turning point in the position of the United
States in international affairs. The part which destiny
compelled the United States to play in this great disturbance
of normal international relationships accelerated and con-
centrated within a few years changes in the international
political and economic position of this country which might
naturally have developed in the course of time but otherwise
would have taken many years to bring to fruition.

In the economic sphere, especially, the rapid alteration
and extension of the international business relations of the
United States has steadily and with growing insistence im-
pressed itself upon the attention of thoughtful and forward-
looking American business men in the years since the war.
It has been recognized with increasing clearness that the new
international position of this country in the world economy
has carried and will carry with it important and far-reaching
consequences for our financial system, our industrial struc-
ture and our trade relations. These years have brought with
them significant developments in domestic banking condi-
tions, vast changes in the organization and methods of
domestic industry and commerce, and radical departures in
immigration and foreign trade policies which have wide
implications for the future of international relations as well
as the national prosperity. Yet the changes have been.so
rapid and pervasive that their significance is not generally
realized. A great task of investigation and enlightenment
lies before the American business community in order that it
may have that clear and broad understanding of these
problems needed to guide it wisely in the process of adjust-
ment which will inevitably take place through many years
to come. :

In recognition of this need, the National Industrial Con-
ference Board in 1925 turned its attention to one aspect of
the international economic relations of the United States,
which was then uppermost in the public mind, that of the
nature and significance for American industry and trade of

v
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vi INTERNATIONAL FINANCIAL POSITION

the huge structure of intergovernmental indebtedness left
by the war. In its study entitled “The Inter-Allied Debts
and the United States,” published in that year, the Con-
ference Board undertook to analyze the circumstances and
origin of these debts, their relation to the fiscal situation in
the various countries affected and the relation of their
liquidation, on the basis then contemplated, to the industry
and trade of this and other countries. Since that time, of
course, the factors involved in this specific problem have been
greatly altered, vastly multiplied and made much more
complex through the process of negotiation of intergovern-
mental debt funding agreements, through the establishment
of the Dawes Reparations Plan and its replacement by a
new reparations settlement this year and, finally, what is of
far greater importance, the extension of private American
financial interests in foreign countries. The problem of
intergovernmental indebtedness has thus been merged into
the broader problem of the international financial relations
.of the United States in their many aspects. The need today,
therefore, is for a clear and comprehensive view of the inter-
national financial position of this country after the lapse of
ten years of post-war development and readjustment in our
world economic relations.
¢ The purpose of the present volume is to provide the basis
for such a broad view and clear understanding through a
careful analysis of the significant features of the development
of American international financial relations prior to, during
and since the World War, with special emphasis upon the
bearing of this development upon American trade relations
and domestic banking conditionss Although the interest
of this study is primarily financial, it is recognized that in the
final analysis the financial aspect of international relations
is a reflection or an expression of the international exchange
of goods and services which constitutes the business life of
the world and finally rests upon and reflects the development
of productive industry. For this reason the present study
looks forward to, and prepares the way for, a separate and
detailed analysis of American export and import trade and,
’ %parateiy, of changes in industrial organization in the
nited States and other industrial nations.



PREFACE vii

In so vast and complex a field of problems it is inevitable
that the conclasions of any study must be tentative and
subject to change and qualification with the passage of time
and the pressure of events. But the method of all science
is a process of progress from the known to the unknown;
and 1t is only in the light of the lessons of past experience

]that the future can be revealed. It is hoped, therefore, that

the retrospective view of the development of the interna-
tional economic relations of the United States, which this
and other contemplated studies are designed to provide,
will afford some basis upon which the American business
community may more soundly and effectively prepare itself
for what the future may bring.

In the preparation of this study the Conference Board
has greatly benefited by the cooperation and suggestions of
its Advisory Committee on International Economic Prob-
blems, composed of men of special knowledge and broad
experience in this field, to whom the Conference Board
wishes to express its indebtedness, viz.:

Fred I. Kent, Director, Bankers Trust Company, New York
City, Committee Chairman. i

A. Farwell Bemis, Chairman, Bemis Bros. Bag Company,
Boston, Mass.

Charles Cheney, President, Cheney Brothers, South Man-
chester, Conn.

William L. Clause, Chairman, Pittsburgh Plate Glass Com-
pany, Pittsburgh, Pa. ‘

W. F. Gephart, Vice-President, First National Bank, St.
Louis, Mo.

Eugene G, Grace, President, Bethlehem Steel Corporation,
New York City.

E. M. Patterson, Professor, University of Pennsylvania,
Philadelphia, Pa. -

Herbert F. Perkins, First Vice-President, International
Harvester Company, Chicago, IlL

George E. Roberts, Vice President, National City Bank,
New York City.

Alfred P. Sloan, Jr., President, General Motors Corporation,
New York City.
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In the preparation of its studies, the National Industrial
Conference Board avails itself of the experience and judg-
ment of the business executives who compose its membership,
and of recognized authorities in special fields, in addition to
the scientific knowledge and equipment of its Research Staff.
The publications of the Board thus finally represent the re- -
sult of scientific investigation and broad business experience,
and the conclusions expressed therein are those of the Con-
ference Board as a body.

This study was made and the present volume prepared by
Mr. Ralph A. Young of the Conference Board’s Research
Staff, under the general supervision of the Board’s Staff
Economic Council and the guidance of Mr. Virgil Jordan,
Chief Economist of the Conference Board.

Macnus W, ALEXANDER,

President.
. New York City
May, 1529
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4 Sec footnote 2 to Table 10 of this volume for 1920 ind 1971 ronien
L4 !ncludu both American md foreign securities. For 1920 and 1921 Sgures, sec Trade IM Bulletin,

Ne. 144
lg.sml in kis 1920 balance of payments :tud;, s; e, p. 190, 23 well 2z in hiz 1921 study, op. it p. 202,
exiﬁnt td direct American investmenty at 53X mi Owing to Jater Department of Commerce estimates for
|m;:3=-a; mazi dividend paymanta to Americats fmm ytwnn foreign investments, the figure for 1920 has been raised
to milfians.

* Direct in of foreigrecs and remle to of American direct ¥ A Bgure of 825
millions is d to be approxi fwimlmiiﬂlmmo{“ of C ok for lazer
=1 *SeeTahla 10 of this volume,

¥ See Williams' Ty cited peudies of America's bal aof p in 1920 and 192} for redemsprion and

#inking fund ply;::udm‘uxmer;cm f;n (l’:hnoe years, g.f 388 of 1920 améy aod p. 202 ;f the 1921 study. A.rbn;aq
estimates sre employe sipking fond payments mericans o ners in the same yeams, correspond:
1§ w:lh", ferlueryuu 925 re is assumed to include the Uni
TADEE mnt nf the Spanish credit, arranged io 1
3 For 1500 e Vo ety o et e o 1931, ves the Federal Reserse Bulctin, Vol. 7, Now,

263.
% For the 1920 and 1921 ﬁfutu, see Table 10 of this votame.
1 Figures for 1920 and 1521 are m—n-emmely eatimated with regsed forlnterutmo!’mm and dividend
mymiwmu of foreigners to Americans by the Deparumcnt of & Eariter for thia item were clearly
toc

3 An arhitrary enery of $100 millions for 1920 2nd 1921, This was the figure arrived ar by Williama ie bis study

$m¥920,c3 :u.p 192, and for 1921, ap. et p. 332,
uedumsnmamdlhmm afmmo{&rmpm:nmvmndSummdde:bmdn-
fm:émmfmmzsz Ratioa of short-tenm & to inted svident in laver balance of paynunts

ware loyed o obtain these estimates.
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DIX A
oF taE UNITED StATES, 1920-1928

compilatica for 1920 and 1521 by the National Industrial Conk Board}

of dollare}
3 Debits, Reflecticg Pryments Out of the United Statey
e 1920 923 11524 [1925 11926 11927 | 1028
Myrchandisy Imporied . rrrirraeaar £, 1621395214 344 1£.766 4457
;E !:‘han; . - . 5,279 3,11313,79243 6‘4,42;

Direct Amencm Mmu abroad?. . .oviarririiaan

and sinki fundplymmuf ............

AR FE m;‘ ..........................
rr-term interest and commission paymentsé

Covermmens AdOGREET .\ \iiiinng iy

10,95416,66116,62716.76217.659(8, 317{8 842(9, 160}

& See Williams, 1920, 585 wnd 1921, op. cit,, p. 212,

i Wilkiamos 955,rop :s!’ o3 r P -

¥ Unired Stazes mz

% Ibia., 1920, p. 4%; 1931 ss g ‘fhmcﬂ«dluwembymamafoneyﬂr

# The 1920 and 1931 sre frnm lhzmg 1920, ? ek, 9. iSS and ﬁ?k, 2p. oL, P. 212

® From 920 to 1924, repaymens of United Statey War Finanee Co sdvances is included. See the
Duaited Stares Treaszury, “Asnnual Report,™ 29351 . 48; 1921, p. 55; .mdl 7. 37; 1923, ». 47; and 1924, 0. 71,

a En;mnu nﬂ'mght nerku for 1930 snd l i have been made ax nwiy cumpmbie with late Departtmt
G it. Ratios of freight receivable 1o exports earned in Ammcan vessels
and of fmgh! :y:hle e E-?DI'B cmd in forei; tuael.l esvident from 1922 on are the main basis of the fgures
arrived st. Allowances for land freight receivabl ‘xl‘: yztie mre determined pimilarly by applysag average
pby iand. De;m‘m:entof Commerce estimazte of tand

ratios of duu paym:nn afeer 1922 w0 :mpem and expam
frerghes }mvxhle ”;,- blnmg, o tgo o & 3 shipme and dugo: include cetimazed
receipts for sxpora an: tbu:, ¢ resulting nmmmymugh et ey are mi mote aocurzte than
those made by eartier compilars.

® For 1520 and 1921 £gures of services to the United Staves Government, see Williama, 1920, op. ciz., p- 185,
und 1921, op. cif., p. 212. As allowance han bten made in both years o care for miscellancom government npendt-
l“:;? Fareign govemmant expenditures in the United States for various services are reckoned arbitrasily at 540
nsgjonsg,

® Motion picture royaities receivable for 1921 are from Trade Information Bulleiin, No. 3’9998 13. Tha i920
igm-e is :.ri;xtrlnr o5 the basia of later estimates. The motion picture royalties payable figure for 19214 arbierary.
% The D of T for later years is asureed to apply in 1920 and 1921,
- Unétrwntu’n mmuq‘m and mmnm services, Emm:m for former For 1920 and 1921 are coneained in

d to have been approximarely 570 millions, their
1922 nmt n figured by the DEDH{MM of Cummm

® I both 1920 and 1921 it was assumed that recorded depa !}mted S:nu citizens indicated in Surory of
Cm-mu Business, Ang,, 1928, 5 5. 101, + pent & :t lezsc oae thoasen % ourist expenditures in Casuéa
to the {Camada) " Yearhook.” i928, - 138 :mi £5 milligns waz ailowed for

mum: e is Mexico. Fmﬁky, a0 arhamvy aiimnn:e was included for alicn-residents of the United States
wmporan 1bro=d and Awmerican citizens tiving abroad. The Department of Comuverce estimate for 1922 i taken
a8 2ppl for service exports in 1920 and 1921,

» S:: Williams, 1926, op. £ir., 1920 and 1921, o8- cif,, p. 202, Williumy' estimate for 1921 is redaced 3100 mil-

T Arbizrary figures for 1920 and 1921 based upon Department of Commerce figures for laver years. They include

a‘“guu-m of Canadian electric powsr, pross subscription, patents and copyrights transferved, cablegrama, radiogeams
lephone service.  Exporws include simidar itoms, excluding clectric power.

* Witliame' estimate of international short-term balances ax of June, 1920, was correceed by apg}y::g the ratio
his extimate one year [ater war of che Depgm:nznt of Commesce figares for the same date reveaded in
#iont Bullerin, No. 144, p. 20. The resulring figures were rheo relared to those of the Fedarat Reserve Bozfd of}u.ne
25, 1920 as indicaged in Table 8, Su Wilktams, 1921, op. et p. 209, The 1921 estimzte gives the changes indicated
by of Co g from thote extimuted for 192
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APPENDIX B

LEcar Reserve REQUIREMENTS oF Foreicy CENTRAL

% Bunk may permir reserve 1o talf below minimum subject o tax, .
+ Government consent necessary to allow ratio to fall beiow minimnm subject to tax.

¥ Metallic reserve may include sitver.
¢ Fiduciary issue may be increas

u ed by nt, Miniy

f Ratio to be increared mﬂ% 1938 for Austriz acd iy 1939 for Huogary.
afovakia ratic vo be rei H at 1% a year. . .

t Additioas] reserve i note issus reaches certain Kimite,

Governument, Mini

276

of Finenre, or Treasu

Bawks
{Source: Federal Reserve Board)t
Reserve Requirementy
Country Liabilities against Which Reserves Musr Gold
Bo Held Gatt | T
Exchange
% %
Western Enrepe
Austria ....| Notes and other demand liabilities, ex-

] Nmpt s::;eddebc_ 3 2487
Belgium......... otes & eposits 40
Denmark. ...... Notes 30 508
Eogland.. ... .. Notes in excess of fiduciary issue of 260

miilion pounds 1008 .
France.......... Notes atd other demand Labilities s ..
Germany........ Notes 30 40
Hungary........ Notes and demand liabilities, except
State debt | .- o
Tealy. .. .. ..| Notes and deposits, except fixed Treas-
ury deposit v 40
The Netherlands,| Notes and other demand deposits 40 e
OIrWaY . . vvvrens Notes in excess of fiduciary issue of 250
million Kroner 008 .
Spain........... Notes . ns 48
Sweden.. . ...... Notes in excess of fiduciary fssue of 128
Switzerland...... Notes 408 .
Eastern Exrope
Albania......... Notes v 33
Bulgaria. . ...... Notes and other demand Babilities . 3334
ovakia, . .| Notes and other demand liabilities, less
debt for state notes outstanding .. 24T
Danzig. ........ Notes ) e 3334
Esthoniz........ Notes and other demand liabilities . 404
Finland......... Notes and other demand liabilities in
excess of 1.2 billion markka (markka} 100
£
Greece., ......... Notea and deposits .. 40
Latvia. _........ Notes .. 58
Lithuania....... Notes i 3334 ¥
Poland.......... Notes and deposits P 408
Roumania....... Notes 25 35
Rossia.......... Notes . 28
Africa and Asia
| S Notes . - 50
Ispan.......... Notes in excess of fiductary issue of 120
illion yen : 10080 .
Java............ Notes and demand liabilities 20 .-
South Africa..... Notes, deposits and bills payable “«p -
South America .
hile. .._........ Notes and deposits .. 508
Colombia, . ..... Notes and depesits K1 601
Ecuador........ Notes and dcgoms . . 50
Pera,........... Notes and other demand liabilities .. 50
Ursguay........ Motes {10 or more pesos) and deposits 40 60
1 Fdy FArT 1 . 14, Aag., v P -
s{hyrl.rfcﬁd;:ii:i‘: :&?ﬂ “idﬁnﬁ AL ge. R reserve may inclads platisum,

For Crocho-
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